HP1322, LD 1890, item 4, 123rd Maine State Legislature

PLEASE NOTE: Legislative Information cannot perform research, provide legal
advice, or interpret Maine law. For legal assistance, please contact a qualified attorney.

Amend the bill by striking out everything after the enacting clause and before the summary and
inserting the following:

PART A

Sec. A-1. 24-A MRSA 82808-B, sub-82, fC, asamended by PL 2001, c. 410, Pt. A, §3
and affected by 810, is further amended to read:

C. A carrier may vary the premium rate due to family membership, smoking status, participationin
wellness programs in accordance with section 4303, subsection 12 and group size for all paolicies,
contracts or certificates that are executed, delivered, issued for delivery, continued or renewed in
this State on or after January 1, 2008. The superintendent may adopt rules setting forth appropriate
methodol ogies regarding rate discounts pursuant to this paragraph. Rules adopted pursuant to this
paragraph are routine technical rules as defined in Title 5, chapter 375, subchapter H-A2-A.

Sec. A-2. 24-A MRSA 82839, asamended by PL 2003, c. 428, Pt. E, 82, is further amended
by adding at the end a new paragraph to read:

A carrier may vary the premium rate due to participation in wellness programs in accordance with
section 4303, subsection 12 for all policies, contracts or certificates that are executed, delivered, issued
for delivery, continued or renewed in this State on or after January 1, 2008.

Sec. A-3. 24-A MRSA 84303, sub-812 isenacted to read:

12. Wellnessprogram. A carrier offering ahealth planin this State shall develop and maintain
awellness program for enrolleesin small group and group health plans. A carrier shall offer enrolleesthat
participate in awellness program afinancially tangible benefit, including, but not limited to, adiscount in
premium pursuant to section 2808-B, subsection 2, paragraph C. A carrier shall report before January 1st
annually to the superintendent, in the manner and format approved by the superintendent, on the wellness
program offered by the carrier, the financial benefits provided to enrollees, including premium discounts,
and the number of enrollees participating in the wellness program. On or before April 1st annually, the
superintendent shall compile the data submitted by carriers as required in this subsection and submit that
datain aggregatefor al carriersto thejoint standing committee of the L egislature having jurisdiction over
insurance and financia services matters and to the Maine Quality Forum established in section 6951.

PART B

Sec. B-1. 24-A MRSA 82736-C, sub-88, asamended by PL 1999, c. 256, Pt. D, §2, isfurther
amended to read:
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8. Authority of thesuperintendent. The superintendent mayshall by rule define one or more
standardized individual health plansthat must be offered by all carriersoffering individual health plansin
the State, other than carriers offering only CHAMPUS supplemental coverage. One of the plans defined
by rule under this section must be a plan that includes a $1,000 deductible, a prescription drug benefit
not subject to a deductible and the option of no cap on the lifetime maximum benefit.

PART C

Sec. C-1. 24-A MRSA 84303, sub-81, asamended by PL 2007, c. 199, Pt. B, 85, is further
amended to read:

1. Demonstration of adequate access to providers. Except as provided in paragraph
Aparagraphs A-1 and B, a carrier offering or renewing a managed care plan shall provide to its
members reasonable access to health care servicesin accordance with standards devel oped by rule by the
superintendent. These standards must consider the geographical and transportational problems in rural
areas. All managed care plans covering residents of this State must provide reasonabl e accessto providers
consistent with the access-to-services requirements of any applicable bureau rule.

A. Upon approval of the superintendent, a carrier may offer a health plan that includes financial
provisions designed to encourage members to use designated providersin a network if:

(1) The entire network meets overall access standards pursuant to Bureau of Insurance Rule
Chapter 850;

(2) The health plan is consistent with product design guidelines for Bureau of Insurance Rule
Chapter 750;

(3) The hedlth plan does not include financial provisions designed to encourage members to
use designated providers of primary, preventive, maternity, obstetrical, ancillary or emergency
care services, as defined in Bureau of 1nsurance Rule Chapter 850;

(4) Thefinancia provisions may apply to all of the enrollees covered under the carrier's health
plan;

(5) The carrier establishes to the satisfaction of the superintendent that the financial provisions
permit the provision of better quality services and the quality improvements either significantly
outweigh any detrimental impact to covered personsforced to travel longer distances to access
services, or the carrier hastaken stepsto effectively mitigate any detrimental impact associated
with requiring covered personsto travel longer distancesto access services. The superintendent
may consult with other state entities, including the Department of Health and Human Services,
Bureau of Hedth and the Maine Quality Forum established in section 6951, to determine
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whether the carrier has met the requirements of this subparagraph. The superintendent shall
provisionally adopt rules by January 1, 2004 regarding the criteriaused by the superintendent to
determine whether the carrier meets the quality requirements of this subparagraph and present
those rules for legidlative review during the Second Regular Session of the 121st Legislature;
and

(6) The financial provisions may not permit travel at a distance that exceeds the standards
established in Bureau of Insurance Rule Chapter 850 for mileage and travel time by 100%.

This paragraph takes effect January 1, 2004 and is repealed July 1, 2009.

A-1. Upon approval of the superintendent, a carrier may offer a health plan that includes financial
provisions designed to encourage members to use designated providersin a network if:

(1) The entire network meets overall access standards pursuant to Bureau of Insurance Rule
Chapter 850;

(2) The health plan does not include financial provisions designed to encourage members to
use designated providers of primary, preventive, maternity, obstetrical, ancillary or emergency
care services, as defined in Bureau of 1nsurance Rule Chapter 850;

(3) Thefinancial provisions apply to all of the enrollees covered under the carrier's health plan;

(4) The carrier establishes to the satisfaction of the superintendent that the financial provisions
permit the provision of better quality services and the quality improvements either significantly
outweigh any detrimental impact to covered persons forced to travel longer distancesto access
services or the carrier has taken steps to effectively mitigate any detrimental impact associated
with requiring covered personsto travel longer distancesto access services. The superintendent
may consult with other state entities, including the Department of Health and Human Services
and the Maine Quality Forum established in section 6951, to determine whether the carrier has
met the requirements of this subparagraph; and

(5) The financial provisions do not permit travel at a distance that exceeds the standards
established in Bureau of Insurance Rule Chapter 850 for mileage and travel time by 100%.

B. Notwithstanding paragraph A-1, a carrier may develop and file with the superintendent for
approval a pilot program that does not adhere to any geographic access requirements set forth in
this Title or in rules adopted by the superintendent. Any carrier offering a heath plan using this
pilot program must collect data on the impact of the pilot program on premiums paid by enrollees,
payments madeto providers, quality of carereceived and accessto health care servicesby individuals
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enrolled in health plans under the pil ot program and must submit that datato the superintendent. The
superintendent shall report annually beginning January 15, 2009 to the joint standing committee of
the L egislature having jurisdiction over insurance and financial services matters on any approval of
apilot program pursuant to this paragraph.

PART D

Sec. D-1. 24-A MRSA 82736-C, sub-83, as corrected by RR 2001, c. 1, §30, is amended
to read:

3. Guaranteed issuance and guaranteed renewal. Carriers providing individual health
plans must offer all health plans approved by the Maine Individual High-risk Reinsurance Pool
Association pursuant to section 3908, subsection 1 beginning on or after January 1, 2009 as a condition of
offering individual health plansin this State. Carriers must meet the foll owing requirements on issuance
and renewal.

A. Coverage issued through the Maine Individua High-risk Reinsurance Pool Association
established pursuant to chapter 54 must be guaranteed to all residents of this State eligible for
coverage pursuant to section 3910 other than those eligible without paying a premium for Medicare
Part A. On or after January 1, 1998, such coverage must be guaranteed to all legally domiciled
federaly eligible individuals, as defined in section 2848, regardless of the length of time they have
been legally domiciledinthis State. Except for federally eligibleindividuals, such coverage need not
be issued to an individual whose coverage was terminated for nonpayment of premiums during the
previous 91 days or for fraud or intentional misrepresentation of material fact during the previous 12
months. When amanaged care plan, as defined by section 4301-A, provides coverage acarrier may:

(1) Deny coverage to individuals who neither live nor reside within the approved service area
of the plan for at least 6 months of each year; and

(2) Deny coverage to individuals if the carrier has demonstrated to the superintendent's
satisfaction that:

(@) The carrier does not have the capacity to deliver services adequately to additional
enrollees within all or a designated part of its service area because of its obligations to
existing enrollees; and

(b) The carrier is applying this provision uniformly to individuals and groups without
regard to any health-related factor.
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A carrier that denies coverage in accordance with this paragraph may not enroll individualsresiding
within the area subject to denial of coverage or groups or subgroups within that area for a period of
180 days after the date of the first denial of coverage.

B. Renewal isguaranteed for all individual health plans, pursuant to section 2850-B.

C. A carrier isexempt from the guaranteed issuance requirements of paragraph A provided that the
following requirements are met::

(1) Thecarrier doesnot issue or deliver any new individual health planson or after the effective
date of this section;

(2) If any individual health plans that were not issued on a guaranteed renewable basis are
renewed on or after December 1, 1993, all such policies must be renewed by the carrier and
renewal must be guaranteed after the first such renewal date; and

(3) The carrier complies with the rating practices requirements of subsection 2.

D. Notwithstanding paragraph A, carriers offering supplemental coverage for the Civilian Health
and Medica Program for the Uniformed Services, CHAMPUS, are not required to issue this
coverage if the applicant for insurance does not have CHAMPUS coverage.

E. Anindividual may not be denied coverage under any individual health plan due to age or gender.
This paragraph may not be construed to require a carrier to actively market health insurance to an
individual 65 years of age or older.

Sec. D-2. 24-A MRSA c. 54 isenacted to read:
CHAPTER 54
MAINE INDIVIDUAL HIGH-RISK REINSURANCE POOL ASSOCIATION
§ 3901. Short title

This chapter may be known and cited as "the Maine Individual High-risk Reinsurance Pool
Association Act.”

§ 3902. Definitions

Asused inthischapter, unlessthe context otherwiseindicates, thefollowing terms havethefollowing

meanings.

1. Association. "Association” means the Maine Individual High-risk Reinsurance Pool
Association established in section 3903.
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2. Board. "Board" meansthe board of directors of the association.

3. Covered person. "Covered person" means an individual resident of this State, exclusive
of dependents, who:

A. Isdigibleto receive benefits from an insurer;

B. Isédligible for benefits under the federal Health Insurance Portability and Accountability Act of
1996: or

C. Has been certified as eligible for federal trade adjustment assistance or for pension benefit
guarantee corporation assistance, as provided by the federa Trade Adjustment Assistance Reform
Act of 2002.

4. Dependent. "Dependent” means aresident spouse, a domestic partner as defined in section
2832-A, subsection 1, aresident unmarried child under 19 years of age, a child who is a student under
23 years of age and who is financially dependent upon the parent or a child of any age who is disabled
and dependent upon the parent.

5. Health maintenance organization. "Health maintenance organization" means an
organization authorized under chapter 56 to operate a health mai ntenance organization in this State.

6. lnsurer. "Insurer" means an entity that is authorized to write medical insurance or that
provides medical insurancein this State. "Insurer” includes an insurance company, nonprofit hospital and
medical service organization, fraternal benefit society, health maintenance organization, self-insurance
arrangement that provides health care benefits in this State to the extent alowed under the federal
Employee Retirement |ncome Security Act of 1974, 3rd-party administrator, multiple-employer welfare
arrangement, any other entity providing medical insurance or heath benefits subject to state insurance
regulation, any reinsurer reissuing health insurancein this State or the Dirigo Health Program established
in chapter 87 or any other state-run or state-sponsored health benefit program, whether fully insured or
self-funded.

7. Medical insurance. “"Medica insurance" means a hospital and medical expense-incurred
policy, nonprofit hospital and medical service plan, health maintenance organization subscriber contract
or other health care plan or arrangement that pays for or furnishes medical or health care services
by insurance or otherwise, whether sold as an individual or group policy. "Medica insurance" does
not include accidental injury, specified disease, hospital indemnity, dental, vision, disability income,
Medicare supplement, long-term care or other limited benefit health insurance or credit insurance;
coverage issued as a supplement to liability insurance; insurance arising out of workers compensation
or similar law; or automobile medical payment insurance or insurance under which benefits are payable
with or without regard to fault and that is statutorily required to be contained in any liability insurance
policy or equivalent self-insurance.

8. Medicare. "Medicare' meanscoverage under both Parts A and B of Title X111 of the Social
Security Act, 42 United States Code, Section 1395 et seq., as amended.
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9. Producer. "Producer" meansaperson who islicensed to sell health insurance in this State.

10. Reinsurer. "Reinsurer" meansaninsurer fromwhom aperson providing health insurancefor
aresident procuresinsurancefor itself with theinsurer with respect to all or part of the medical insurance
risk of the person. "Reinsurer” includes an insurer that provides employee benefits excess insurance.

11. Resident. "Resident" has the same meaning asin section 2736-C, subsection 1. paragraph
C-2. "Resident" includes an individual who islegally domiciled in this State on the date of application to
the plan and has been certified as eligible for federa trade adjustment assistance or for pension benefit
guarantee corporation assistance, as provided by the federal Trade Adjustment Assistance Reform Act
of 2002.

12. Third-party administrator. "Third-party administrator" means an entity that is paying
or processing medical insurance claims for a resident.

8 3903. Mainelndividual High-risk Reinsur ance Pool Association

1. Risk pool established. The Maine Individual High-risk Reinsurance Pool Association
is established as a nonprofit legal entity. As a condition of doing business, every insurer that has sold
medical insurance within the previous 12 months or is actively marketing a medical insurance policy in
this State shall participate in the association. The Dirigo Health Program established in chapter 87 and
any other state-run or state-sponsored health benefit program shall also participate in the association.

2. Board of directors. The association is governed by a board of directors in accordance
with this subsection.

A. Theboard consists of 11 members appointed pursuant to this paragraph:

(1) Six members appointed by the superintendent, of whom:

(a) Two members must be chosen from the general public and may not be associated with
the medical profession, a hospital or an insurer;

(b) Two members must represent medical providers;

(c) One member must represent health insurance producers; and

(d) One member must represent a statewide association representing small busi nesses that
receives the majority of its funding from persons and businesses in the State.

A board member appointed by the superintendent may be removed at any time without cause;
and
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(2) Five members appointed by insurers belonging to the association, at least 2 of whom are
domestic insurers and at |east one of whom is a 3rd-party administrator.

B. Members serve terms of 3 years.

C. Theboard shall elect one of its members as chair.

D. Board members may be reimbursed from funds of the association for actual and necessary
expenses incurred by them as members but may not otherwise be compensated for their services.

3. Plan of operation; rules. Theassociation shall adopt aplan of operation in accordancewith
the requirements of this chapter and submit its articles, bylaws and operating rules to the superintendent
for approval. If the association fails to adopt the plan of operation and suitable articles and bylaws
within 90 days after the appointment of the board, the superintendent shall adopt rules to effectuate the
requirements of this chapter, and those rules remain in effect until superseded by a plan of operation
and articles and bylaws submitted by the association and approved by the superintendent. Rules adopted
pursuant to this subsection by the superintendent are routine technical rules as defined in Title 5, chapter
375, subchapter 2-A.

4. Immunity. A board member is not liable and is immune from suit at law or equity for any
conduct performed in good faith that is within the subject matter over which the board has been given

jurisdiction.
8 3904. Liability and indemnification

1. Liability. The board and its employees may not be held liable for any obligations of the
association. A cause of action may not arise against the association; the board, its agents or its empl oyees;
any insurer belonging to the association or its agents, employees or producers; or the superintendent for
any action or omission in the performance of powers and duties pursuant to this chapter.

2. Indemnification. Theboard initsbylaws or rules may provide for indemnification of, and
legal representation for, its members and employees.

§ 3905. Dutiesand power s of the association

Duties. The association shall:

=

A. Establish administrative and accounting procedures for the operation of the association;

B. Establish procedures under which applicants and participants in the plan may have grievances
reviewed by an impartial body and reported to the board;

C. Select aplan administrator in accordance with section 3906;

D. Establish procedures for the handling and accounting of pool assets;
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E. Collect assessments as provided in section 3907. The level of payments must be established by
the board. Assessments must be collected pursuant to the plan of operation approved by the board.
In addition to the collection of such assessments, the association shall collect an organizationa
assessment or assessments from all insurers as necessary to provide for expenses that have been
incurred or are estimated to be incurred prior to receipt of the first calendar year assessments.
Organizational assessments must be equal in amount for all insurers but may not exceed $500 per
insurer for al such assessments. Assessments are due and payable within 30 days of receipt of the
assessment notice by the insurer; and

F. Comply with all reserve reguirements and solvency reguirements applicable to insurersthat offer
fully insured products in the event that the association offers a self-funded health plan.

2. Powers. Theassociation may:

A. Exercise powers granted to insurers under the laws of this State;

B. Enter into contracts asnecessary or proper to carry out the provisionsand purposes of thischapter,
including the authority, with the approval of the superintendent, to enter into contracts with similar
organizations in other states for the joint performance of common administrative functions or with
persons or other organizations for the performance of administrative functions;

C. Sue or be sued, including taking any legal actions necessary or proper to recover or collect
assessments due the association;

D. Takeany lega actions necessary to avoid the payment of improper claims against the association
or the coverage provided by or through the association, to recover any amounts erroneously or
improperly paid by the association, to recover any amounts paid by the association as a result of
mistake of fact or law or to recover other amounts due the association;

E. Define the health benefit plans for which reinsurance will be provided under this chapter;

F. Appoint appropriate legal, actuarial and other committees as necessary to provide technical
assistance in the operation of the plan, policy or other contract design and any other function within
the authority of the association;

G. Borrow money to effect the purposes of the association. Any notes or other evidence of
indebtedness of the association not in default must be legal investments for insurers and may be
carried as admitted assets;

H. Establish rules, conditions and procedures for reinsuring risks of insurers under the pool in
accordance with section 3909;

1. Provide for reinsurance of risks incurred by the association. The provision of reinsurance may
not subject the association to any of the capital or surplus requirements, if any, otherwise applicable
to reinsurers; and

HP1322, LR 2620, item 4, First Regular Session - 123rd Legislature, page 9



HP1322, LD 1890, item 4, 123rd Maine State Legislature

J. Apply for funds or grants from public or private sources, including federal grants provided to
qualified high-risk reinsurance pools.

3. Additional duties and powers. The superintendent may, by rule, establish additional
powers and duties of the association and may adopt such rules as are necessary and proper to implement
this chapter. Rules adopted pursuant to this subsection are routine technical rules as defined in Title 5,
chapter 375, subchapter 2-A.

4. Review for solvency. The superintendent shall review the operations of the association
at least every 3 years to determine its solvency. If the superintendent determines that the funds of
the association are insufficient to support the need for reinsurance, the superintendent may order the
association to increase its assessments. If the superintendent determines that the funds of the association
are insufficient, the superintendent may order the association to charge an additional assessment.

5. Annual report.  The association shall report annually to the joint standing committee
of the Legislature having jurisdiction over health insurance matters by March 15th. The report must
include information on the benefits and rate structure of coverage offered by the association, the financial
solvency of the association and the administrative expenses of the association.

6. Audit. The association must be audited at least every 3 years. A copy of the audit must be
provided to the superintendent and to the joint standing committee of the L egislature having jurisdiction
over health insurance matters.

8§ 3906. Selection of plan administrator

1. Selection of plan administrator. The board shall select an insurer or 3rd-party
administrator, through a competitive bidding process, to administer the association.

2. Contract with plan administrator. The plan administrator selected pursuant to
subsection 1 is contracted for a period of 3 years. At least one year prior to the expiration of each 3-
year period of service by a plan administrator, the board shall invite all insurers, including the current
plan administrator, to submit bids to serve as the plan administrator for the succeeding 3-year period.
The selection of the plan administrator for the succeeding period must be made at least 6 months prior
to the expiration of the 3-year period.

3. Duties of plan administrator. The plan administrator selected pursuant to subsection
1 shall:

A. Perform all administrative functions relating to the association;

B. Pay aproducer'sreferral feeif established by the board to each producer who refers an applicant
to the plan, if the applicant's application is accepted. The selling or marketing of policies approved
by the association is not limited to the plan administrator or its producers. The plan administrator
shall pay the referral fees from funds received as premiums for the plan;
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C. Submit regular reports to the board regarding the operation of the association. The frequency,
content and form of the reports must be as determined by the board;

D. Following the close of each calendar year, determine net premiums, reinsurance premiums
less administrative expense allowance, the expenses of administration pertaining to the reinsurance
operations of the association and the incurred losses of the year and report this information to the
superintendent; and

E. Pay reinsurance amounts as provided for in the plan of operation.

4. Payment to plan administrator. The planadministrator selected pursuant to subsection 1
must be paid, as provided in the contract of the association under subsection 2, for the plan administrator's
direct and indirect expenses incurred in the performance of the plan administrator's services. Asused in
this subsection, "direct and indirect expenses' includes that portion of the audited administrative costs,
printing expenses, management expenses, building overhead expenses and other actual operating and
administrative expenses of the plan administrator that are approved by the board as alocable to the
administration of the association and included in the specifications of abid under subsection 2.

8 3907. Assessmentsagainst insurers

1. Assessments. For the purpose of providing the funds necessary to carry out the powers and
duties of the association, the board shall assess member insurers at such atime and for such amounts as
the board finds necessary. Assessments are due not less than 30 days after written notice to the member
insurers and accrue interest at 12% per annum on and after the due date.

2. Maximum assessment. Each insurer must be assessed by the board an amount not to
exceed $2 per covered person insured or reinsured by each insurer per month for medical insurance. An
insurer may not be assessed on policies or contracts insuring federal or state employees.

3. Determination of assessment. The board shall make reasonable efforts to ensure that
each covered person is counted only once with respect to an assessment. For that purpose, the board shall
reguire each insurer that obtains excess or stop |oss insurance to include in its count of covered persons
al individuals whose coverage is insured, in whole or in part, through excess or stop 10ss coverage. The
board shall allow areinsurer to exclude from its number of covered persons those who have been counted
by the primary insurer or by the primary reinsurer or primary excess or stop lossinsurer for the purpose of
determining its assessment under this subsection. The board may verify each insurer's assessment based
on annual statements and other reports determined to be necessary by the board. The board may use any
reasonable method of estimating the number of covered persons of an insurer if the specific number is
unknown.

4. Excess funds. If assessments and other receipts by the association, board or plan
administrator exceed the actual 1osses and administrative expenses of the plan, the board shall hold the
excess as interest and may use those excess funds to offset future losses or to reduce plan premiums. As
used in this subsection, "future losses" includes reserves for claims incurred but not reported.
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5. Failureto pay assessment. The superintendent may suspend or revoke, after notice and
hearing, the certificate of authority to transact insurance in this State of any member insurer that fails to
pay an assessment. As an alternative, the superintendent may levy a penalty on any member insurer that
fails to pay an assessment when due. In addition, the superintendent may use any power granted to the
superintendent by this Title to collect any unpaid assessment.

6. Net losses; additional assessments.  For the purpose of providing the funds necessary
to carry out the powers and duties of the association, the board shall assess member insurers at such a
time and for such amounts as the board finds necessary to cover any net loss in accordance with this
subsection.

A. Prior to April 1st of each year, the association shall determine and report to the superintendent the
association's net loss for the previous calendar year, including administrative expenses and incurred
losses for the year, taking into account investment income and other appropriate gains and |osses
and an estimate of the assessments needed to fund thelossincurred by the association in the previous

calendar year.

B. Individual assessments of each insurer are determined by multiplying net losses, if net earnings
are negative, by a fraction, the numerator of which is the insurer's total premiums earned in the
preceding calendar year from all health benefit plans, including excess or stop |0ss coverage, and
the denominator of whichisthetotal premiums earned in the preceding calendar year from all health

benefit plans.

C. The association shall impose a penalty of interest for |ate payment of assessments.

§3908. Requirementsfor coverage

1. Approved coverage. Theassociation shall approve achoice of 2 or more coverage options
for which reinsurance is available through the association. Policies approved by the association must be
available for sale beginning on January 1, 2009. At least one coverage option must be a standardized
health plan as defined in Bureau of Insurance Rule Chapter 750. Any person whose medical insurance
coverage is involuntarily terminated for any reason other than nonpayment of premiums may apply for
coverage under the plan. If such coverageis applied for within 90 days after the involuntary termination
and if premiums are paid for the entire period of coverage, the effective date of the coverage is the date
of termination of the previous coverage.

2. Rates. Rates for coverage approved by the association must meet the requirements of this
subsection.

A. Rates may not be unreasonable in relation to the benefits provided, the risk experience and the
reasonabl e expenses of providing the coverage.

B. Rate schedules must comply with section 2736-C and are subject to approva by the
superintendent.
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C. Standard risk rates for coverage issued by the association must be established by the association,
subject to approval by the superintendent, using reasonable actuarial techniques, and must reflect
anticipated experiences and expenses of such coverage for standard risks. The premium for the
standard risk rates must range from a minimum of 125% to a maximum of 150% of the weighted
average of rates charged by those insurers and health maintenance organizations with individuals
enrolled in similar medical insurance plans.

3. Compliance with state law. Products approved by the association must comply
with all relevant requirements of this Title applicable to individual health insurance policies, including
requirements for mandated coverage for specific health services, for specific diseases and for certain
providers of health care services.

§ 3909. Reinsurance; premium rates

1. Reinsurance amount. Any insurer offering the coverage options approved by the
association pursuant to section 3908, subsection 1 must be reinsured by the association to the level of
coverage provided in this subsection and is liable to the association for the reinsurance premium rate
established in accordance with subsection 2.

A. The association may not reimburse a reinsuring insurer with respect to claims of a reinsured
person until the insurer has incurred an initial level of claims for that person of $5,000 for covered
benefits in a calendar year. In addition, the reinsuring insurer is responsible for 10% of the next
$25,000 of claims paid during a calendar year. The association shall reimburse reinsuring insurers
for claims paid in excess of $25,000. The association may annually adjust theinitial level of claims
and the maximum limit to be retained by the reinsuring insurer to reflect increases in costs and
utilization within the standard market for health plans within the State. The adjustments may not
be less than the annual change in the medical component of the Consumer Price Index unless the
superintendent approves alower adjustment factor as requested by the association.

B. A reinsuring insurer shall apply all managed care, utilization review, case management, preferred
provider arrangements, claims processing and other methods of operation without regard to whether
claims paid for coverage are reinsured under this subsection.

2. Premiumrates. Theassociation may charge reinsuring insurers premium rates established
in accordance with this subsection. The association, as part of the plan of operation, shall establish a
methodol ogy for determining premium rates to be charged reinsuring insurersto reinsure persons eligible
for coverage under this chapter. The methodology must include a system for classification of persons
eligible for coverage that reflects the types of case characteristics used by insurers for individual health
plans pursuant to section 2736-C. The methodology must provide for the devel opment of base reinsurance
premium rates, subject to approval of the superintendent, set at levels that reasonably approximate gross
premiums charged for individual health plans with similar benefits to the coverage options approved by
the association pursuant to section 3908, subsection 1 and that are adjusted to reflect retention levels
required under this Title. The association shall periodically review the methodol ogy established under this
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subsection and may make changes to the methodol ogy as needed with the approval of the superintendent.
The association may consider adjustments to the premium rates charged for reinsurance to reflect the use
of effective cost containment and managed care arrangements by areinsuring insurer.

8§ 3910. Eligibility for coverage

1. Eligibility; application for coverage. A resident iseligiblefor coverage under the plan
if evidence is provided of rejection, a requirement of restrictive riders, a rate increase or a preexisting
conditions limitation on aqualified plan, the effect of which isto substantially reduce coverage from that
received by aperson considered astandard risk by at |east oneinsurer bel onging to the association within 6
months of the date of the certificate, or if the resident meets other eligibility requirements adopted by rule
by the superintendent that are not inconsistent with this chapter and that indicate that a person is unable
to obtain coverage substantially similar to that which may be obtained by a person who is considered a
standard risk. Rules adopted pursuant to this subsection are routine technical rules as defined in Title 5,
chapter 375, subchapter 2-A.

2. Change of domicile. Theboard shall develop standards for eligibility for coverage by the
association for any natural person who changes that person's domicile to this State and who at the time
domicileis established in this State is insured by an organization similar to the association. The eligible
maximum lifetime benefitsfor that covered person may not exceed thelifetime benefits available through
the association, less any benefits received from a similar organization in the former domiciliary state.

3. Eligibility without application. The board shall develop a list of medical or health
conditions for which a person is eligible for plan coverage without applying for health insurance under
subsection 1. A person who can demonstrate the existence or history of amedical or health condition on
the list developed by the board may not be required to provide the evidence specified in subsection 1.
The board may amend the list from time to time as appropriate.

4. Exclusionsfrom €eligibility. A personisnot eligible for coverage under the plan if:

A. The person has or obtains health insurance coverage substantially similar to or more
comprehensive than a plan policy or would be €eligible to have coverage if the person elected to
obtain it, except that:

(1) A person may maintain other coverage for the period of time the person is satisfying a
preexisting condition waiting period under a plan policy; and

(2) A person may maintain plan coverage for the period of time the person is satisfying a
preexisting condition waiting period under another health insurance policy intended to replace
the plan policy;

B. Thepersonisdetermined eligiblefor health care benefits under the M aineCare program pursuant
to Title 22;
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C. Theperson previously terminated plan coverage, unless 6 months have € apsed since the person's
last termination:;

D. Thepersonisaninmate or resident of a public institution; or

E. The person's premiums are paid for or reimbursed under any government-sponsored program
or by any government agency or health care provider, except as an otherwise qualifying full-time
employee, or dependent thereof, of a government agency or heath care provider.

Termination of coverage. The coverage of any person ceases.

. On the date a person is no longer aresident;

5.
A
B. Upon the death of the covered person;
C

. On the date state law requires cancellation of the policy; or

D. At the option of the association, 30 days after the association makes any inquiry concerning the
person's eligibility or place of residence to which the person does not reply.

The coverage of any person who ceases to meet the digibility requirements of this section may be
terminated immediately.

6. Unfair trade practice. It constitutes an unfair trade practice for any insurer, producer,
employer or 3rd-party administrator to refer an individual employee or a dependent of an individua
employee to the association or to arrange for an individual employee or a dependent of an individua
employeeto apply to the plan for the purpose of separating such an employee or dependent from a group
health benefits plan provided in connection with the employee's employment.

§3911. Actionsagainst association or member sbased upon joint or collectiveactions

Participation in the association, the establishment of rates, forms or procedures or any other joint
or collective action required by this chapter may not be the basis of any legal action or criminal or civil
liahility or penalty against the association or any insurer belonging to the association.

8 3912. Reimbursement of insurers

1. Reimbursement. An insurer may seek reimbursement from the association and the
association shall reimburse the insurer to the extent claims made by a member after January 1, 2009
exceed premiums paid on a calendar year basis by the member to the insurer for a member who meets
the following criteria:

A. The insurer sold an individual health plan to the member between December 1, 1993 and
December 31, 2008, and the policy that was sold has been continuously renewed by the member;
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B. Theinsurer is able to determine through the use of individual health statements, claims history
or any reasonable means that at any time while the policy was in effect, the member was diagnosed
with one of the following medical conditions. acquired immune deficiency syndrome, angina
pectoris, ascites, chemical dependency, cirrhosis of the liver, coronary occlusion, cystic fibrosis,
Friedreich'sataxia, hemophilia, Hodgkin's disease, Huntington's chorea, juvenile diabetes, leukemia,
metastatic cancer, motor or sensory aphasia, multiple sclerosis, muscular dystrophy, myasthenia
gravis, myotonia, heart disease requiring open-heart surgery, Parkinson's disease, polycystic kidney
disease, psychotic disorders, quadriplegia, stroke, syringomyelia or Wilson's disease; and

C. Theinsurer has closed its book of business for individual health plans sold prior to January 1,
20009.

2. Rules. The superintendent may adopt rules to facilitate payment to an insurer pursuant to
this section. Rules adopted pursuant to this subsection are routine technical rules as defined in Title 5,
chapter 375, subchapter 2-A.

Sec. D-3. Maine Individual High-risk Reinsurance Pool Association; stagger ed
ter ms. Notwithstanding the Maine Revised Statutes, Title 24-A, section 3903, subsection 2, paragraph
B, thetermsfor initial appointmentsto the Maine Individual High-risk Reinsurance Pool Association are
asfollows. Of those members of the board appointed by the superintendent, 2 members serve for aterm
of one year, 2 members for aterm of 2 years and 2 members for aterm of 3 years. Of those members
appointed by insurers, one member serves for a term of one year, one member serves for a term of 2
years and one member serves for aterm of 3 years. The appointing authority shall designate the period
of service of each initial appointee at the time of appointment.

PART E

Sec. E-1. 24-A MRSA 82736-C, sub-82, {B, asenacted by PL 1993, c. 477, Pt. C, 81 and
affected by Pt. F, 81, is amended to read:

B. A carrier may not vary the premium rate due to the gender, health-status; claims experience or
policy duration of the individual. A carrier may vary the premium rate based on health status, age,
occupation or industry and geographic area only as permitted in paragraph D.

Sec. E-2. 24-A MRSA 82736-C, sub-82, D, asamended by PL 2001, c. 410, Pt. A, §2
and affected by 810, is further amended to read:

D. A carrier may vary the premlum rate due to age health status occupatlon or industry and
geographic area v ’ A :
accordance with the i mltatlons set out in thls paragraph.

(1) For al policies, contracts or certificates that are executed, delivered, issued for delivery,
continued or renewed in this State between December 1, 1993 and July 14, 1994, the premium
rate may not deviate above or below the community rate filed by the carrier by more than 50%.
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(2) For all policies, contracts or certificates that are executed, delivered, issued for delivery,
continued or renewed in this State between July 15, 1994 and July 14, 1995, the premium rate
may not deviate above or below the community rate filed by the carrier by more than 33%.

(3) For al policies, contracts or certificates that are executed, delivered, issued for delivery,
continued or renewed in this State after July 15, 1995, the premium rate may not deviate above
or below the community rate filed by the carrier by more than 20%.

(4) For all policies, contracts or certificates that are executed, delivered, issued for delivery,
continued or renewed in this State after January 1, 2008, the maximum rate differential filed
by the carrier for age, occupation or industry or geographic area as determined by ratio is 4
to one. The limitation does not apply for determining rates for an attained age of less than 19
or more than 65 years.

(5) For all palicies, contracts or certificates that are executed, delivered, issued for delivery,
continued or renewed in this State after January 1, 2008, the maximum rate differentia filed
by the carrier for hedlth status as determined by ratiois 1.5 to one.

(6) A variation in rate is not permitted on the basis of changes in health status after a policy,
contract or certificate is issued or renewed.

Sec. E-3. 24-A MRSA 82736-C, sub-82, G isenacted to read:

G. A carrier that offered individual health plans prior to January 1, 2008 may close its individual
book of business sold prior to January 1, 2008 and may establish a separate community rate for
individuals applying for coverage under an individual health plan after January 1, 2008.

PART F

Sec. F-1. 24-A MRSA 8423-D, sub-83 isenacted to read:

3. Report by superintendent. The superintendent shall report each year by March 1st to the
joint standing committee of the Legislature having jurisdiction over insurance matters on the impact of
changes to the rating provisions in section 2736-C and the establishment of the Maine Individual High-
risk Reinsurance Pool Association pursuant to chapter 54, the total number of individuals enrolled in any
health insurance product regul ated by the bureau and the number of previously uninsured individualswho
have enrolled during that year in any health insurance product regul ated by the bureau, which information
is collected pursuant to rules adopted under this section.

PART G

HP1322, LR 2620, item 4, First Regular Session - 123rd Legislature, page 17



HP1322, LD 1890, item 4, 123rd Maine State Legislature

Sec. G-1. 24-A MRSA 86908, sub-81, K, as enacted by PL 2003, c. 469, Pt. A, 88, is
amended to read:

K. Provide staff support and other assistance to the Maine Quality Forum established in section
6951, including assigning a director and other staff as needed to conduct the work of the Maine
Quality Forum; and

Sec. G-2. 24-A MRSA 86908, sub-81, YL, asenacted by PL 2003, c. 469, Pt. A, 88, is
amended to read:

L. In accordance with the limitations and restrictions of this chapter, cause any of its powers or
dutiesto be carried out by one or more organizations organized, created or operated under the laws
of this State;; and

Sec. G-3. 24-A MRSA 86908, sub-81, 1M is enacted to read:

M. Establish and administer grant, subsidy and facilitation programs designed to assist providers and

health care practitionersin the devel opment, enhancement and maintenance of quality improvement

infrastructure and processes. Dirigo Health may solicit and collect contributions to fund these
rograms.

PART H

Sec. H-1. 24-A MRSA 86903, sub-86, asenacted by PL 2003, c. 469, Pt. A, §8, is amended
to read:

6. Eligible employee. "Eligible employee’ means an employee of an eligible business who
works at least 20 hours per week for that eligible business, except that an eligible business may elect to
treat as eligible an employee who works a normal work week of at least 10 hours aslong as at |least one
employee works a normal work week of 30 hours or more. “Eligible-employee™-doesheotThe board may,
by rule, permit an eligible business to include an employee who works on atemporary or substitute basis

or who-doeesnet-werk-merethan-26-weeks-annuallyseasonal basis.
Sec. H-2. 24-A M RSA 86908, sub-81, N isenacted to read:

N. Providesubsidiesfor eligible enrollees covered under health benefit plans approved by the board
pursuant to section 6910, subsection 3, paragraph A that are offered by multiple licensed hedth
insurance carriers in the State.

Sec. H-3. 24-A MRSA 86910, sub-83, asamended by PL 2005, c. 400, Pt. C, §8, is further
amended to read:

3. Carrier participation requirements. To qualify as a carrier of Dirigo Health Program
coverage, a health insurance carrier must:
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A. Provide the comprehensive health services and benefits as determined by the board, including
a standard benefit package that meets the requirements for mandated coverage for specific health
services, specific diseases and for certain providers of health services under Title 24 and this Title
and any supplemental benefits the board wishes to make available; and

B. Ensurethat:

(1) Providers contracting with a carrier contracted to provide coverage to plan enrollees do not
charge plan enrollees or 3rd parties for covered health care services in excess of the amount
allowed by the carrier the provider has contracted with, except for applicable copayments,
deductibles or coinsurance or as provided in section 4204, subsection 6;

(2) Providers contracting with acarrier contracted to provide coverage to plan enrollees do not
refuse to provide services to a plan enrollee on the basis of health status, medical condition,
previous insurance status, race, color, creed, age, national origin, citizenship status, gender,
sexual orientation, disability or marital status. This subparagraph may not be construed to
require a provider to furnish medical services that are not within the scope of that provider's
license; and

(3) Providers contracting with a carrier contracted to provide coverage to plan enrollees are
reimbursed at the negotiated reimbursement rates between the carrier and its provider network.

Health insurance carriers that seek to qualify to provide Dirigo Health Program coverage mustmay also
qualify as health plansin Medicaid.

Sec. H-4. 24-A MRSA 86910, sub-84, 1B, asamended by PL 2005, c. 400, Pt. C, 88, is
further amended to read:

B. Dirigo Health shall contract with eligible businesses seeking assistance from Dirigo Health
in arranging for health benefits coverage by the Dirigo Health Program for their employees and
dependents as set out in this paragraph.

(1) Dirigo Health may establish contract and other reporting forms and procedures necessary
for the efficient administration of contracts.

(2) Dirigo Health shall collect payments from participating employers and plan enrollees to
cover the cost of:

(a) The Dirigo Health Program for enrolled employees and dependents in contribution
amounts determined by the board,;
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(b) Dirigo Health's quality assurance, disease prevention, disease management and cost-
containment programs;

(c) Dirigo Hedlth's administrative services; and
(d) Other health promotion costs.

(3) Dirigo Health shall establish the minimum required contribution levels, not to exceed 60%,
to be paid by employers toward the aggregate payment in subparagraph (2) and establish an
equivaent minimum amount to be paid by employers or plan enrollees and their dependents
who are enrolled in MaineCare. The minimum required contribution level to be paid by
employersmust be prorated for employeesthat work |essthan the number of hoursof afull-time
equivalent employee as determined by the employer. Dirigo Health may establish a separate
minimum contribution level to be paid by employers toward coverage for dependents of the
employers enrolled employees.

(4) Dirigo Health shall require participating employers to certify that at least 75% of their
employees that work 30 hours or more per week and who do not have other creditable coverage
are enrolled in the Dirigo Health Program and that the employer group otherwise meets the
minimum participation requirements specified by section 2808-B, subsection 4, paragraph A.

(5) Dirigo Health shall reduce the payment amounts for plan enrollees eligible for a subsidy
under section 6912 accordingly. Dirigo Health shall return any payments made by plan
enrollees also enrolled in MaineCare to those enrollees.

(6) Dirigo Health shall require participating employers to pass on any subsidy in section 6912
to the plan enrollee qualifying for the subsidy, up to the amount of payments made by the plan
enrollee.

(7) Dirigo Health may establish other criteriafor participation.
(8) Dirigo Health may limit the number of participating employers.

(9) Dirigo Hedlth may provide participating employers assistance to adopt and maintain a
payroll deduction program to facilitate the payment of health benefit plan premium payments by
employees to benefit from deductibility of grossincome under 26 United States Code, Section
125.

Sec. H-5. 24-A MRSA 86912, sub-84, asenacted by PL 2003, c. 469, Pt. A, §8, isrepealed.
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PART |

Sec. I-1. 22 MRSA 81721 isenacted to read:
81721. Voluntary restraint

1. Voluntary restraint. To control the rate of growth of the costs of hospital services,
each hospital licensed under chapter 405 may voluntarily restrain cost increases and consolidated
operating marginsin accordance with this section. Each hospital shall annually report to thejoint standing
committee of the Legidature having jurisdiction over health and human services matters regarding its
efforts made pursuant to this section. The targets and methodology apply to each hospital's fiscal year
beginning on or after July 1, 2008.

A. Each hospital may voluntarily hold its consolidated operating margin to no more than 3%. For
purposes of this section, a hospital's consolidated operating margin is calculated by dividing its
consolidated operating income by its total consolidated operating revenue.

B. Each hospital may voluntarily restrain its increase in its expense per casemix-adjusted inpatient
and volume-adjusted outpatient discharge to no more than 110% of the forecasted increase in the
hospital market basket index for the coming federal fiscal year, as published in the Federal Register,
when the federal Centers for Medicare and Medicaid Services publishes the Medicare program's
hospital inpatient prospective payment system rates for the coming federal fiscal year. For purposes
of this paragraph, the measure of a hospital's expense per casemix-adjusted inpatient and volume-
adjusted outpatient discharge is calculated by:

(1) Calculating the hospital's total hospital-only expenses;

(2) Subtracting from the hospital's total hospital-only expenses the amount of the hospital's bad
debt;

(3) Subtracting from the amount reached in subparagraph (2) the hospital taxes paid to the State
during the hospital's fiscal year; and

(4) Dividing the amount reached in subparagraph (3) by the product of:

(a) The number of inpatient discharges, adjusted by the all payer case mix index for the
hospital; and

(b) Theratio of total gross patient service revenue to gross inpatient service revenue.
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For the purposes of this paragraph, a hospital's total hospital-only expenses include any item that
is listed on the hospital's Medicare cost report as a subprovider, such as a psychiatric unit or
rehabilitation unit, and does not include nonhospital cost centers shown on the hospital's Medicare
cost report, such as home health agencies, nursing facilities, swing beds, skilled nursing facilities
and hospital-owned physician practices. For purposes of this paragraph, a hospital's bad debt is as
defined and reported in the hospital's Medicare cost report and as submitted to the Maine Health
Data Organization pursuant to Title 22, chapter 1683.

PART J

Sec. J-1. 24-A M RSA 82736, sub-83, asamended by PL 2003, c. 469, Pt. E, 89, isrepealed.
Sec. J-2. 24-A MRSA 82736, sub-84, asamended by PL 2003, c. 469, Pt. E, §10, isrepealed.

Sec. J-3. 24-A M RSA 82839-B, sub-82, asenacted by PL 2003, c. 469, Pt. E, 8§17, isamended
to read:

2. Annual filing. Every carrier offering group health insurance specified in subsection 1 shall
annualy file with the superintendent on or before April 30th a certification signed by a member in
good standing of the American Academy of Actuaries or a successor organization that the carrier's
rating methods and practices are in accordance with generally accepted actuarial principles and with the
applicable actuarial standards of practice as promulgated by an actuarial standards board. Thefiling must
also certify that the carrier hasincluded in its experience any savingsoffset payments or recovery of those
savings-offset payments consistent with former section 6913 or section 6913-A. The filing also must
state the number of policyholders, certificate holders and dependents, as of the close of the preceding
calendar year, enrolled in large group health insurance plans offered by the carrier. A filing and supporting
information are public records except as provided by Title 1, section 402, subsection 3.

Sec. J-4. 24-A MRSA 86908, sub-81, YA, as enacted by PL 2003, c. 469, Pt. A, 88, is
amended to read:

A. Takeany legal actions necessary or proper to recover or collect savingsoffset payments provided
in section 6913-A due Dirigo Health or that are necessary for the proper administration of Dirigo
Hedlth;

Sec. J-5. 24-A MRSA 86908, sub-82, 1B, as enacted by PL 2003, c. 469, Pt. A, 88, is
amended to read:

B. Collect the savingsoffset payments provided in former section 6913 or section 6913-A;

Sec. J-6. 24-A MRSA 86908, sub-82, f[F, asamended by PL 2005, c. 400, Pt. C, 86, is
further amended to read:

F. Develop ahigh-risk pool for plan enrollees in the Dirigo Health Program in accordance with the
provisions of section 6971;-and
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Sec. J-7. 24-A MRSA 86908, sub-82, G, as enacted by PL 2003, c. 469, Pt. A, 88, is
amended to read:

G. Establish and operate the Maine Quality Forum in accordance with the provisions of section
6951:; and

Sec. J-8. 24-A M RSA 86908, sub-82, {H isenacted to read:

H. On aguarterly basis no less than 60 days from the end of each guarter, collect and report on:

(1) The total enrollment in the Dirigo Health Program, including the number of enrollees
previously underinsured or uninsured, the number of enrollees previously insured, the number
of individual enrollees and the number of enrollees enrolled through small employers;

(2) The number of new participating employersin the Dirigo Health Program;

(3) The number of employers ceasing to offer coverage through the Dirigo Health Program;

(4) The duration of employers participation in the Dirigo Health Program; and

(5) A comparison of actua enrolleesin the Dirigo Health Program to projected enrollees.
Sec. J-9. 24-A MRSA 86912, sub-82-A isenacted to read:

2-A. Employer subsidy. Notwithstanding subsection 2, Dirigo Health shall establish subsidies
for eligible businesses with excess funds pursuant to section 6913-A, subsection 6.

Sec. J-10. 24-A MRSA 86913, as amended by PL 2007, c. 1, Pt. X, 8§81 and 2 and affected
by 83, isrepealed.

Sec. J-11. 24-A MRSA 86913-A isenacted to read:
§ 6913-A. Assessments

1. Definitions. Asused in this section, unless the context otherwise indicates, the following
terms have the following meanings.

A. "Carrier" has the ssme meaning as in section 4301-A, subsection 3, except that "carrier" does
not include the group health plan provided to state employees and other €ligible persons pursuant
to Title 5, section 285.

B. "Medical insurance" has the same meaning as in section 3902, subsection 7.
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2. Carrier assessment. Each carrier shall pay an assessment of 1% per year on al gross
direct premiums for medical insurance on all policies, contracts and certificates written on residents in
this State. The assessment imposed by this subsection applies to all gross direct premiums collected or
contracted for on policies, contracts and certificates issued or renewed on or after January 1, 2008. Each
carrier shall file an annual report on or before February 1st of each year with the board containing asworn
statement of the gross direct premiums and shall pay to Dirigo Health an amount equal to 1% of those
grossdirect premiums. All of the assessments paid by carriers pursuant to this subsection must be pooled
with other revenues of Dirigo Health in the Dirigo Health Enterprise Fund established in section 6915.

3. Liability. The board shall specify by rule appropriate mechanisms that provide for
determination and payment of a carrier's liability, including requirements for data to be submitted by
carriers. A carrier's liability, in the case of a transfer of ownership, must be assumed by the successor
in interest to the carrier.

4. Failureto pay surcharge payments. The board shall establish by rule an appropriate
mechanism for enforcing a carrier's liability to the Dirigo Heath Enterprise Fund in the event that a
carrier does not make a scheduled payment under subsection 2, except that the board, for the purpose
of administrative simplicity, may establish threshold liability amounts below which enforcement may
be modified or waived. Such an enforcement mechanism must include an assessment of interest on the
unpaid liability at a rate not to exceed an annual percentage rate of 18% and late fees or penalties at a
rate not to exceed 5% per month.

5. Excess funds. If assessments paid pursuant to this section exceed $50,000,000 in any
calendar year, the board shall use those excess funds to provide subsidies to €ligible businesses pursuant
to section 6912, subsection 2-A.

Sec. J-12. 24-A MRSA 86914-A isenacted to read:
§ 6914-A. Intragovernmental transfer related to hospital tax increase

Starting July 1, 2008, Dirigo Headlth shall transfer funds as necessary to a special dedicated,
nonlapsing Other Special Revenue Funds account administered by the agency of State Government that
administers MaineCare for the purpose of providing the state match for federal Mediciaid dollars for the
increased costs to the MaineCare program resulting from the increase in the hospital tax from 2.23% to
3.23% pursuant to Title 36, section 2893.

Sec. J-13. 24-A MRSA 86915, as enacted by PL 2003, c. 469, Pt. A, §8 and as amended by
PL 2005, c. 386, Pt. D, 83, is further amended to read:

8§ 6915. Dirigo Health Enterprise Fund

The Dirigo Health Enterprise Fund is created as an enterprise fund for the deposit of any funds
advanced for initial operating expenses, payments made by employersand individuals, any savingsoffset
payments made pursuant to former section 6913 or section 6913-A, revenues transferred pursuant to
Title 36, section 2893, taxpayer contributions made pursuant to Title 36, section 5284-B and any funds
received from any public or private source. The fund may be used by Dirigo Health to exerciseits powers
and duties pursuant to this chapter. The fund may not lapse, but must be carried forward to carry out

HP1322, LR 2620, item 4, First Regular Session - 123rd Legislature, page 24



HP1322, LD 1890, item 4, 123rd Maine State Legislature

the purposes of this chapter. Beginning July 1, 2008 and annually thereafter, Dirigo Health shall transfer
funds as necessary to that agency of State Government that administers Title 36, section 5284-B for the
costs of administration of that section in an amount determined by the State Tax A Ssessor.

Sec. J-14. 36 MRSA 82892, 2nd 1|, as amended by PL 2005, c. 12, Pt. ZZ, 82, is further
amended to read:

For state fiscal years beginning on or after July 1, 2004,-atax-is-mposed-annually-against-each
hospital-inthe State-Thethe tax is equal to 2.23% of the hospital's net operating revenue as identified in

the hospital's audited financial statement for the hospital's taxable year. For state fiscal years beginning
on or after July 1, 2008, the tax is equal to 3.23% of the hospital's net operating revenue as identified in
the hospital's audited financial statement for the hospital'staxable year. For the state fiscal year beginning
July 1, 2004, the hospital's taxable year is the hospital's fiscal year that ended during calendar year 2002.
For the state fiscal year beginning July 1, 2005, the hospital's taxabl e year isthe hospital's fiscal year that
ended during calendar year 2003. For state fiscal years beginning on or after July 1, 2006, the hospital's
taxable year is the hospital's fiscal year that ended during calendar year 2004.

Sec. J-15. 36 MRSA 82893, sub-83, asenacted by PL 2003, c. 513, Pt. H, &1, is amended
to read:

3. Application of revenues. All revenues received by the assessor under this chapter must be
credited to aGeneral Fund suspense account. No later than the last day of each month, the State Controller
shall transfer al revenues received by the assessor during the month under this chapter to the Medical
Care - Payments to Providers Other Special Revenue Funds account in the Department of Health and
Human Services. For state fiscal years beginning on or after July 1, 2008, no later than the last day of
each month, the State Controller shall transfer all revenues attributed to 2.23% of the tax received by the
assessor during the month under this chapter to the Medical Care - Payments to Providers Other Special
Revenue Funds account in the Department of Health and Human Services and shall transfer all revenues
attributed to 1.00% of the tax received by the assessor during the month under this chapter to the Dirigo
Health Enterprise Fund established in Title 24-A, section 6915.

Sec. J-16. 36 MRSA 85284-B s enacted to read:
§ 5284-B. Dirigo Health Enterprise Fund; voluntary checkoff

1. Dirigo Health Enterprise Fund. A taxpayer who, when filing that taxpayer's return,
is entitled to a refund under this Part may designate that a part of that refund be paid into the Dirigo
Health Enterprise Fund established in Title 24-A, section 6915. A taxpayer who is not entitled to arefund
under this Part may contribute to the Dirigo Health Enterprise Fund by including with the taxpayer's
return sufficient funds to make the contribution. Each individual income tax return form must contain a
designation in substantially the following form: "Contribution to Dirigo Heath Enterprise Fund: () $25
or () Other $... ."
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2. Contributionscredited to Dirigo Health EnterprisesFund. The State Tax Assessor
shall determine annually the total amount contributed pursuant to subsection 1. Prior to the beginning
of the next year, the assessor shall deduct the cost of administering the Dirigo Health Enterprise Fund
checkoff, but not exceeding $5,000 annually, and report the remainder to the Treasurer of State, who shall
credit the amount to the Dirigo Health Enterprise Fund, which is established in Title 24-A, section 6915.

3. Effectivedate. This section appliesto tax years beginning on and after January 1, 2008.

Sec. J-17. Savingsoffset paymentscalculated prior to effectivedate. Notwithstanding
that section of this Part that repeals the Maine Revised Statutes, Title 24-A, section 6913, any savings
offset payment calculated and required under former Title 24-A, section 6913 prior to the effective date
of this Part is due and payable in the same manner and subject to the same procedures set forth in former
Title 24-A, section 6913.

PART K

Sec. K-1. 24-A MRSA 82735-A, sub-81, as enacted by PL 2001, c. 432, &4, is amended
to read:

1. Notice of rate filing or rate increase on existing policies. An insurer offering
individual health plans as defined in section 2736-C must provide written notice by first class mail of a
rate filing to all affected policyholders at least 60 days before the effective date of any proposed increase
In premium rates or any proposed rating formula, classification of risks or modification of any formula
or classification of risks. The notlce must also |nform pollcyholders of their rlght to requeet a hearlng
pursuant to section 229 or-as i / i
2321;-subsection5. The notice must show the proposed rate and state that therateis subj ect to regul atory
approval. The superintendent may not take final action on arate filing until 40 days after the date notice
Is mailed by an insurer. An increase in premium rates may not be implemented until 60 days after the
notice is provided or until the effective date under section 2736, whichever is later.

Sec. K-2. 24-A MRSA 82736, sub-81, asamended by PL 2003, c. 428, Pt. F, 82, is further
amended to read:

1. Filing of rateinfor mation. Every insurer shall filewith the superintendent every rate, rating
formula, classification of risks and every modification of any formulaor classification that it proposes to
use in connection with individual health insurance policies and certain group policies specified in section
2701. Every such filing must state the effective date of the filing. Every such filing must be made not
less than 60 days in advance of the stated effective date, unless the 60-day requirement is waived by
the superintendent, and the effective date may be suspended by the superl ntendent for a perlod of time
not to exceed 30 days )

Sec. K-3. 24-A MRSA 82736, sub-84, J[C, asamended by PL 2003, c. 469, Pt. E, §10, is
further amended to read:
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C. Inany hearing conducted under this subsection, the Bureau of Insurance and any party asserting
that the rates are excessive have the burden of establishing that the rates are excessive. The burden of
proving that rates are adequate, not unfairly discriminatory and in compliance with the requirements
of former section 6913 or section 6913-A remains with the insurer.

Sec. K-4. 24-A MRSA 82736-A, as amended by PL 2003, c. 469, Pt. E, 8§11, is further
amended to read:

§ 2736-A. Hearing

If at any time the superintendent has reason to believe that a filing does not meet the requirements
that rates not be excessive, inadequate, unfairly discriminatory or not in compliance with former section
6913 or section 6913-A or that the filing violates any of the provisions of chapter 23, the superintendent
shall cause a hearing to be held.

Hearings held under this section must conform to the procedural requirements set forth in the Maine
Administrative Procedure Act, Title 5, chapter 375, subchapter 4.

Sec. K-5. 24-A MRSA 82736-C, sub-82, fF, as enacted by PL 2003, c. 469, Pt. E, §12,
is amended to read:

F. A carrier that adjusts its rate shall account for the savings offset payment or any recovery in
that offset payment in its experience consistent with this section and former section 6913 or section
6913-A.

Sec. K-6. 24-A MRSA 82736-C, sub-85, as amended by PL 2003, c. 469, Pt. E, §13, is
further amended to read:

5.Lossratios. For al policies and certificates issued on or after the effective date of this section,
the superintendent shall disapprove any premium ratesfiled by any carrier, whether initial or revised, for
an individual health policy unlessit is anticipated that the aggregate benefits estimated to be paid under
all the individual health policies maintained in force by the carrier for the period for which coverage is
to be provided will return to policyholders at least 65% of the aggregate premiums collected for those
policies, as determined in accordance with accepted actuarial principles and practices and on the basis of
incurred claims experience and earned premiums. For the purposes of this calculation, any savings offset
payments paid pursuant to former section 6913 or section 6913-A must be treated as incurred claims.

Sec. K-7. 24-A MRSA §2808-B, sub-82-A, JC, asenacted by PL 2003, c. 469, Pt. E, §16,
is amended to read:

C. Ratesfor small group health plans must be filed in accordance with this section and subsections
2-B and 2-C for premium rates effective on or after July 1, 2004, except that the filing of rates for
small group health plans are not required to account for any savings offset payment or any recovery
of that offset payment pursuant to subsection 2-B, paragraph D and former section 6913 for-rates

effective-beforeJuty-1,-20050r section 6913-A.

Sec. K-8. 24-A M RSA 82808-B, sub-82-B, A, asenacted by PL 2003, c. 469, Pt. E, §16,
is amended to read:

HP1322, LR 2620, item 4, First Regular Session - 123rd Legislature, page 27



HP1322, LD 1890, item 4, 123rd Maine State Legislature

A. The superintendent shall disapprove any premium rates filed by any carrier, whether initial or
revised, for a small group health plan unless it is anticipated that the aggregate benefits estimated
to be paid under all the small group health plans maintained in force by the carrier for the period
for which coverage is to be provided will return to policyholders at least 75% of the aggregate
premiums collected for those policies, asdetermined in accordance with accepted actuaria principles
and practices and on the basis of incurred claims experience and earned premiums. For the purposes
of this calculation, any savings offset payments paid pursuant to former section 6913 or section
6913-A must be treated as incurred claims.

Sec. K-9. 24-A M RSA 82808-B, sub-82-B, D, asenacted by PL 2003, c. 469, Pt. E, §16,
is amended to read:

D. A carrier that adjusts its rate shall account for the savings offset payment or any recovery of
that savings offset payment in its experience consistent with this section and former section 6913
or section 6913-A.

Sec. K-10. 24-A MRSA 8§2808-B, sub-82-B, {|F, asenacted by PL 2003, c. 469, Pt. E,
816, is amended to read:

F. Any rate hearing conducted with respect to filings that meet the criteriain paragraph E is subject
to this paragraph.

(1) A person requesting a hearing shall provide the superintendent with a written statement
detailing the circumstancesthat justify ahearing, notwithstanding the satisfaction of thecriteria

in paragraph E.

(2) If the superintendent decides to hold a hearing, the superintendent shall issue a written
statement detailing the circumstances that justify a hearing, notwithstanding the satisfaction of
the criteriain paragraph E.

(3) In any hearing conducted under this paragraph, the bureau and any party asserting that the
rates are excessive have the burden of establishing that the rates are excessive. The burden
of proving that rates are adequate, not unfairly discriminatory and in compliance with the
requirements of former section 6913 or section 6913-A remains with the carrier.

Sec. K-11. 24-A MRSA 86951, first Y|, asenacted by PL 2003, c. 469, Pt. A, §8, is amended
to read:

The Maine Quality Forum, referred to in this subchapter as "the forum,” is established within Dirigo
Health. Theforumisgoverned by the board with advice from the Maine Quality Forum Advisory Council
pursuant to section 6952. The forum must be funded, at least in part, through the savings offset payments
made pursuant to former section 6913 or section 6913-A. Except as provided in section 6907, subsection
2, information obtained by the forum is a public record as provided by Title 1, chapter 13, subchapter 1.
The forum shall perform the following duties.
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PART L

Sec. L-1. Appropriations and allocations. The following appropriations and allocations
are made.

ADMINISTRATIVE AND FINANCIAL SERVICES, DEPARTMENT OF
Revenue Services - Bureau of 0002

Initiative: Allocates Other Special Revenue Funds for Maine Revenue Services administrative costs
associated with the Dirigo Health Enterprise Fund income tax checkoff.

OTHER SPECIAL REVENUE FUNDS 2007-08 2008-09
All Other $0 $16,154
OTHER SPECIAL REVENUE FUNDS TOTAL $0 $16,154

ADMINISTRATIVE AND FINANCIAL SERVICES,

DEPARTMENT OF

DEPARTMENT TOTALS 2007-08 2008-09
OTHER SPECIAL REVENUE FUNDS $0 $16,154

DEPARTMENT TOTAL - ALL FUNDS $0 $16,154

DIRIGO HEALTH
Dirigo Health Fund 0988

Initiative: Allocates fundsfor Dirigo Health costs to be funded by an increase in the hospital assessment.
Part of the revenue resulting from the increased assessment isto be transferred to the MaineCare program
for the state seed of increased MaineCare costs resulting from the increased assessment.

DIRIGO HEALTH FUND 2007-08 2008-09
All Other $0  $25,401,710
DIRIGO HEALTH FUND TOTAL $0  $25,401,710

Dirigo Health Fund 0988
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Initiative: Deallocates funds for Dirigo Health costs that were funded by the savings offset payment.

DIRIGO HEALTH FUND 2007-08 2008-09
All Other $0 ($13,720,000)
DIRIGO HEALTH FUND TOTAL $0 ($13,720,000)

Dirigo Health Fund 0988

Initiative: Allocates funds for Dirigo Health costs to be funded by a health insurance carrier assessment.

DIRIGO HEALTH FUND 2007-08 2008-09
All Other $0  $15,721,000
DIRIGO HEALTH FUND TOTAL $0  $15,721,000

Dirigo Health Fund 0988

Initiative: Deallocates and transfers funds to offset the costs of administering the Dirigo Health checkoff
program.

DIRIGO HEALTH FUND 2007-08 2008-09
All Other $0 ($16,154)
DIRIGO HEALTH FUND TOTAL $0 ($16,154)

DIRIGO HEALTH

DEPARTMENT TOTALS 2007-08 2008-09
DIRIGO HEALTH FUND $0  $27,386,556
DEPARTMENT TOTAL - ALL FUNDS $0 $27,386,556

HEALTH AND HUMAN SERVICES, DEPARTMENT OF (FORMERLY DHYS)

Medical Care- Paymentsto Providers 0147
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Initiative: Allocates funds for additional costs to the MaineCare program resulting from an increase in
the hospital tax.

FEDERAL EXPENDITURES FUND 2007-08 2008-09
All Other $0 $2,595,710
FEDERAL EXPENDITURES FUND TOTAL $0 $2,595,710
OTHER SPECIAL REVENUE FUNDS 2007-08 2008-09
All Other $0 $1,504,290
OTHER SPECIAL REVENUE FUNDS TOTAL $0 $1,504,290

HEALTH AND HUMAN SERVICES, DEPARTMENT OF
(FORMERLY DHS)

DEPARTMENT TOTALS 2007-08 2008-09
FEDERAL EXPENDITURES FUND $0 $2,595,710
OTHER SPECIAL REVENUE FUNDS $0 $1,504,290

DEPARTMENT TOTAL - ALL FUNDS $0 $4,100,000

SECTION TOTALS 2007-08 2008-09
FEDERAL EXPENDITURES FUND $0 $2,595,710
OTHER SPECIAL REVENUE FUNDS $0 $1,520,444
DIRIGO HEALTH FUND $0  $27,386,556

SECTION TOTAL - ALL FUNDS $0  $31,502,710

SUMMARY

Part A requires carriers to offer a wellness program in all small group and group health plans. The
Part requires that carriers offer enrollees participating in the wellness program a financially tangible
benefit, including a premium discount. The Part also requires that carriers report annually to the
Superintendent of Insurance about the wellness programs offered to enrollees and that the superintendent
report aggregate data from carriersto the Legislature and to the Maine Quality Forum.
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Part B requiresthat all insurersintheindividual market offer aplan that includesa$1,000 deductible,
aprescription drug benefit not subject to a deductible and the option of no cap on the lifetime maximum
benefit.

Part C extends the provision alowing carriers to lower premium costs by including financial
incentivesto membersto use designated providers and givesthe Superintendent of Insurance the authority
to develop afinancial incentive pilot program that allows companiesto offer productsin which consumers
can choose to travel further for cost savings and better quality.

Part D establishes areinsurance pool for theindividual health insurance market and is modeled on a
similar reinsurance pool in Idaho. The Part requires insurers that provide medical insurance as defined in
the bill to pay an assessment of up to $2 per covered person per month to partially support the costs of the
reinsurance pool. The Part requires all individual carriers to guarantee issue of all health plans approved
by the high-risk reinsurance pool as a condition of offering individual health plansin this State.

Part E allows amaximum rate differential for individual health plans on the basis of age, occupation
or industry and geographic area of 4:1 and a maximum rate differential on the basis of health status and
tobacco use of 1.5:1.

Part F requires the Superintendent of Insurance to report yearly to the Legislature the impact of
changes to the rating provisions in Title 24-A, section 2736-C and the establishment of the Maine
Individual High-risk Reinsurance Pool pursuant to Title 24-A, chapter 54, the total number of individuals
enrolled in any health insurance product regulated by the Bureau of Insurance and the numbers of
previously uninsured individuals who have enrolled in any health insurance product regulated by the
Bureau of Insurance.

Part G allows Dirigo Health to administer grants and other subsidies to strengthen the State's health
care quality improvement infrastructure.

Part H allows Dirigo Heal th to subsidize approved plans provided by multiple carriers. ThisPart also
permits eligible businesses to elect to treat employeeswho work at least 10 hours per week as eligiblefor
coverage under their employer's DirigoChoice plan. This Part allows Dirigo Health to assist employers
in establishing payroll deduction systems that would help employees purchase health coverage with pre-
tax dollars.

Part | makes permanent, beginning on or after July 1, 2008, thetemporary voluntary cost containment
targets on hospital consolidated operating margins and cost increases, which wereinitiated in Public Law
2003, chapter 469, Part F, section 1 and which otherwise would expire.

Part J makes changes to the funding for subsidies for the Dirigo Health Program. The Part repeals
the savings offset payment and putsin its place an assessment on carriers and hospitals. The Part requires
carriers to pay an assessment equal to 1% of gross direct premiums for health insurance. The Part also
increases the tax payable by hospitals by 1% of net operating revenue. The assessments and hospital
revenues must be pooled with other revenues of the Dirigo Health Program in the Dirigo Health Enterprise
Fund. If the assessments paid in any year exceed $50,000,000, the Part requires Dirigo Health to use those
excess funds to provide subsidies to eligible businesses. The Part also establishes a voluntary checkoff
on individual income tax returns for contributions to the Dirigo Health Enterprise Fund to support the
costs of health insurance coverage for the uninsured and underinsured.
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Part K corrects cross-references.
Part L adds an appropriations and allocations section.

FISCAL NOTE REQUIRED
(See attached)
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